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Why Culture Matters: A New Investment Paradigm for
Early-stage Startups

Daehwa Rayer Lee"

Abstract

In the midst of the current turbulent global economy, traditional investment metrics are undergoing a metamorphosis, signaling the
onset of what's often referred to as an "Investment cold season". Early-stage startups, despite their boundless potential, grapple with
immediate revenue constraints, intensifying their pursuit of critical investments. While financial indicators once took center stage in
investment evaluations, a notable paradigm shift is underway. Organizational culture, once relegated to the sidelines, has now emerged as
a linchpin in forecasting a startup's resilience and enduring trajectory. Our comprehensive research, integrating insights from CVF and
OCAL unveils the intricate relationship between organizational culture and its magnetic appeal to investors. The results indicate that
startups with a pronounced external focus, expertly balanced with flexibility and stability, hold particular allure for investment
consideration. Furthermore, the study underscores the pivotal role of adhocracy and market-driven mindsets in shaping investment
desirability. A significant observation emerges from the study: startups, whether they secured investment or failed to do so, consistently
display strong clan culture, highlighting the widespread importance of nurturing a positive employee environment. Leadership deeply
anchored in market culture, combined with an unwavering commitment to innovation and harmonious organizational practices, emerges as
a potent recipe for attracting investor attention. Our model, with an impressive 88.3% predictive accuracy, serves as a guiding light for

startups and astute investors, illuminating the intricate interplay of culture and investment success in today's economic landscape.

KeyWords: Early-stage Startup Dynamics, Organizational Culture, Investment Success Predictors, Competing Values Framework(CVF),
Organizational Culture Assessment Instrument(OCAI)
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